Edgar Filing: REALPAGE INC - Form 10-Q

REALPAGE INC
Form 10-Q
August 09, 2011



Edgar Filing: REALPAGE INC - Form 10-Q

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2011
or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number: 001-34846
RealPage, Inc.

(Exact name of registrant as specified in its charter)

Delaware 75-2788861
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification No.)

4000 International Parkway
Carrollton, Texas 75007-1951
(Address of principal executive offices) (Zip Code)
(972) 820-3000
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if

any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required

to submit and post such files). Yes p No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated filer Non-accelerated filer p Smaller reporting company o
accelerated filer 0
0

(Do not check if a smaller reporting company)
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable
date.

Class Outstanding at July 31, 2011
Common Stock, $0.001 par value 70,853,037
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PART I FINANCIAL INFORMATION
Item 1. Financial Statements.
REALPAGE, INC.
Condensed Consolidated Balance Sheets
(in thousands, except share data)

June 30, December 31,
2011 2010
(Unaudited)

Assets
Current assets:
Cash and cash equivalents $ 111,985 $ 118,010
Restricted cash 15,909 15,346
Accounts receivable, less allowance for doubtful accounts of $1,044 and $1,370
at June 30, 2011 and December 31, 2010, respectively 33,612 29,577
Deferred tax asset, net of valuation allowance 1,539 1,529
Other current assets 8,207 6,060
Total current assets 171,252 170,522
Property, equipment, and software, net 23,607 24,515
Goodwill 87,163 73,885
Identified intangible assets, net 58,402 54,361
Deferred tax asset, net of valuation allowance 18,079 17,322
Other assets 2,673 2,187
Total assets $ 361,176 $ 342,792
Liabilities and stockholders equity
Current liabilities:
Accounts payable $ 7,381 $ 4,787
Accrued expenses and other current liabilities 22,699 15,436
Current portion of deferred revenue 51,541 47,717
Current portion of long-term debt 10,781 10,781
Customer deposits held in restricted accounts 15,833 15,253
Total current liabilities 108,235 93,974
Deferred revenue 8,778 7,947
Long-term debt, less current portion 49,867 55,258
Other long-term liabilities 5,258 13,029
Total liabilities 172,138 170,208
Commitments and contingencies (Note 8)
Stockholders equity:
Preferred stock, $0.001 par value, 10,000,000 shares authorized and zero shares
issued and outstanding at June 30, 2011 and December 31, 2010, respectively
Common stock, $0.001 par value: 125,000,000 shares authorized, 71,099,555 and
68,703,366 shares issued and 70,854,620 and 68,490,277 shares outstanding at
June 30, 2011 and December 31, 2010, respectively 71 69
Additional paid-in capital 280,530 263,219
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Treasury stock, at cost: 244,935 and 213,089 shares at June 30, 2011 and

December 31, 2010, respectively (1,431) (958)
Accumulated deficit (90,096) (89,730)
Accumulated other comprehensive loss (36) (16)
Total stockholders equity 189,038 172,584
Total liabilities and stockholders equity $ 361,176 342,792
See accompanying notes
1
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REALPAGE, INC.
Condensed Consolidated Statements of Operations

(in thousands, except per share data)

Revenue:

On demand

On premise
Professional and other

Total revenue
Cost of revenue(1)

Gross profit

Operating expense:

Product development(1)

Sales and marketing(1)
General and administrative(1)

Total operating expense

Operating income
Interest expense and other, net

Income (loss) before income taxes
Income tax expense (benefit)
Net income (loss)

Net income (loss) attributable to common
stockholders

Basic

Diluted

Net income (loss) per share attributable to
common stockholders

Basic

Diluted

Weighted average shares used in computing net
loss per share attributable to common stockholders
Basic

Diluted

(1) Includes stock-based compensation expense as
follows:

Table of Contents

(Unaudited)
Three Months Ended
June 30,
2011 2010

$ 57,039 $ 40,089
1,628 2,424

2,968 2,296
61,635 44,809
25,810 18,534
35,825 26,275
10,537 8,989
14,510 8,825
9,574 6,739
34,621 24,553
1,204 1,722
(732) (1,463)

472 259

190 95

$ 282 $ 164
$ 282 $ (807)
$ 282 $ (807)
$ 0.00 $ (0.03)
$ 0.00 $ (0.03)
68,673 26,042
72,012 26,042

$

©& &~

©“ &

Six Months Ended
June 30,
2011 2010
109,976 $ 77,296
3,273 4,292
5,934 4,599
119,183 86,187
50,493 36,392
68,690 49,795
20,853 17,304
27,304 16,365
19,350 13,261
67,507 46,930
1,183 2,865
(1,898) (2,927)
(715) (62)
(349) (23)
(366) % 39)
366) $ (2,363)
366) $ (2,363)
0.0 % (0.09)
00D % (0.09)
67,741 25,901
67,741 25,901
7



Cost of revenue

Product development
Sales and marketing
General and administrative

Edgar Filing: REALPAGE INC - Form 10-Q

$ 312
1,105
2,627
925
See accompanying notes.

$

144
530
176
442

$

610
2,085
5,360
1,767

$

267
1,037
340
742

Table of Contents



Edgar Filing: REALPAGE INC - Form 10-Q

Table of Contents

REALPAGE, INC.
Condensed Consolidated Statements of Stockholders Equity
(in thousands)

(Unaudited)
Accumulated
Additional Other Total

Common Stock Paid-in Comprehensivccumulated Treasury Shares Stockholders

Shares Amount Capital Loss Deficit Shares Amount Equity
Balance as of
December 31,
2010 68,703 $ 69 $ 263219 $ (16) $ (89,730) (213) $ (958) $ 172,584
Foreign currency
translation (20) (20)
Net loss (366) (366)
Exercise of stock
options 1,963 2 7,489 7,491
Treasury stock
purchase, at cost (32) 473) 473)
Issuance of
restricted stock 433
Stock-based
compensation 9,822 9,822
Balance as of
June 30, 2011 71,099 $ 71 $ 280,530 $ (36) $ (90,096) (245) $(1,431) $ 189,038

See accompanying notes.
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REALPAGE, INC.
Condensed Consolidated Statements of Cash Flows
(in thousands)
(Unaudited)

Cash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation and amortization

Deferred tax benefit

Stock-based compensation

Loss on sale of assets

Acquisition-related contingent consideration

Changes in assets and liabilities, net of assets acquired and liabilities assumed in

business combinations:

Accounts receivable

Customer deposits

Other current assets

Other assets

Accounts payable

Accrued compensation, taxes and benefits
Deferred revenue

Other current and long-term liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property, equipment and software
Acquisition of businesses, net of cash acquired

Net cash used by investing activities

Cash flows from financing activities:
Stock issuance costs from public offerings
Proceeds from notes payable

Payments on notes payable

Proceeds from revolving credit facility, net
Payments on capital lease obligations
Issuance of common stock

Purchase of treasury stock

Net cash provided by financing activities

Net (decrease) increase in cash and cash equivalents
Effect of exchange rate on cash

Cash and cash equivalents:

Beginning of period

Table of Contents

Six Months Ended
June 30,
2011 2010
(366) 39)
14,016 9,544
(767) (86)
9,822 2,386
395 3
105
(4,034) 2,601
17 (332)
(1,208) (1,744)
(493) (1,915)
1,941 733
(1,336) (63)
2,275 (3,075)
(1,146) 184
19,221 8,197
(5,642) (4,718)
(20,031) (13,292)
(25,673) (18,010)
(775)
10,000
(5,391) (4,745)
5,673
(351) (610)
7,437 217
(473) 4)
447 10,531
(6,005) 718
(20) (13)
118,010 4,427
10
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End of period $ 111,985 5,132
Supplemental cash flow information:

Cash paid for interest $ 1,390 2,631
Cash paid for income taxes, net of refunds $ 665 202
Non-cash financing activities:

Accrued dividends and accretion of preferred stock $ 2,376
Conversion of preferred stock to common shares $ 726
See accompanying notes.
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Notes to the Condensed Consolidated Financial Statements
(Unaudited)

1. The Company
RealPage, Inc., a Delaware corporation, and its subsidiaries, (the Company or we or us )is a provider of propert
management solutions that enable owners and managers of single-family and a wide variety of multi-family rental
property types to manage their marketing, pricing, screening, leasing, accounting, purchasing and other property
operations. Our on demand software solutions are delivered through an integrated software platform that provides a
single point of access and a shared repository of prospect, resident and property data. By integrating and streamlining
a wide range of complex processes and interactions among the rental housing ecosystem of owners, managers,
prospects, residents and service providers, our platform optimizes the property management process and improves the
experience for all of these constituents. Our solutions enable property owners and managers to optimize revenues and
reduce operating costs through higher occupancy, improved pricing methodologies, new sources of revenue from
ancillary services, improved collections and more integrated and centralized processes.
Public Offerings
On August 11, 2010, our registration statement on Form S-1 (File No 333-166397) relating to our initial public
offering ( IPO ) was declared effective by the Securities and Exchange Commission ( SEC ). We sold 6,000,000 shares
of common stock in our initial public offering. Our common stock began trading on August 12, 2010 on the NASDAQ
Global Select Stock Market under the symbol RP, and our initial public offering closed on August 17, 2010. Upon
closing of our initial public offering, all outstanding shares of our preferred stock, including a portion of accrued but
unpaid dividends on our outstanding shares of Series A, Series Al and Series B convertible preferred stock, were
converted into 29,567,952 shares of common stock.
In connection with the consummation of the Offering, our Board of Directors and stockholders approved our
Amended and Restated Certificate of Incorporation (the Restated Certificate ), which was filed with the Delaware
Secretary of State and became effective on August 17, 2010. The Restated Certificate provides for two classes of
capital stock to be designated, respectively, Common Stock and Preferred Stock. The total number of shares which the
Company is authorized to issue is 135,000,000 shares. 125,000,000 shares are Common Stock, par value $0.001 per
share, and 10,000,000 shares are Preferred Stock, par value $0.001 per share.
On December 6, 2010, our registration statement on Form S-1 (File No 333-170667) relating to a public stock offering
was declared effective by the SEC. We sold an additional 4,000,000 shares of common stock in the offering. The
offering closed on December 10, 2010.
2. Summary of Significant Accounting Policies
Basis of Presentation
The accompanying unaudited condensed consolidated financial statements and footnotes have been prepared pursuant
to the rules and regulations of the SEC. Certain information and note disclosures normally included in annual financial
statements prepared in accordance with accounting principles generally accepted in the United States of America
( GAAP ) have been condensed or omitted pursuant to those rules and regulations. We believe that the disclosures
made are adequate to make the information not misleading.
The condensed consolidated financial statements included herein reflect all adjustments (consisting of normal,
recurring adjustments) which are, in the opinion of management, necessary to state fairly the results for the interim
periods presented. All intercompany balances and transactions have been eliminated in consolidation. The results of
operations for the interim periods presented are not necessarily indicative of the operating results to be expected for
any subsequent interim period or for the fiscal year.
It is suggested that these financial statements be read in conjunction with the financial statements and the notes thereto
included in our Annual Report on Form 10-K filed with the SEC on February 28, 2011 ( Form 10K ).
Segment and Geographic Information
Our chief operating decision maker is our Chief Executive Officer, who reviews financial information presented on a
company-wide basis. As a result, we determined that the Company has a single reporting segment and operating unit
structure.
Principally, all of our revenue for the three and six months ended June 30, 2011 and 2010 was in North America.
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Net long-lived assets held were $23.1 million and $24.0 million in North America and $0.5 million and $0.5 million in
our international subsidiaries at June 30, 2011 and December 31, 2010, respectively.
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Accounting Policies and Use of Estimates
The preparation of financial statements in conformity with GAAP requires our management to make certain estimates
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the
reporting periods. Significant accounting policies and estimates include: the allowance for doubtful accounts; the
useful lives of intangible assets and the recoverability or impairment of tangible and intangible asset values; purchase
accounting allocations and related reserves; deferred revenue; stock-based compensation; and our effective income tax
rate and the recoverability of deferred tax assets, which are based upon our expectations of future taxable income and
allowable deductions. Actual results could differ from these estimates. For greater detail regarding these accounting
policies and estimates, refer to our Form 10-K.
Revenue Recognition
We derive our revenue from three primary sources: our on demand software solutions; our on premise software
solutions; and professional and other services. We commence revenue recognition when all of the following
conditions are met:

there is persuasive evidence of an arrangement;

the solution and/or service has been provided to the customer;

the collection of the fees is probable; and

the amount of fees to be paid by the customer is fixed or determinable.
For multi-element arrangements that include multiple software solutions and/or services, we allocate arrangement
consideration to all deliverables that have stand-alone value based on their relative selling prices. In such
circumstances, we utilize the following hierarchy to determine the selling price to be used for allocating revenue to
deliverables as follows:

Vendor specific objective evidence (VSOE), if available. The price at which we sell the element in a separate

stand-alone transaction;

Third-party evidence of selling price (TPE), if VSOE of selling price is not available. Evidence from us or

other companies of the value of a largely interchangeable element in a transaction; and

Estimated selling price (ESP), if neither VSOE nor TPE of selling price is available. Our best estimate of the

stand-alone selling price of an element in a transaction.
Our process for determining ESP for deliverables without VSOE or TPE considers multiple factors that may vary
depending upon the unique facts and circumstances related to each deliverable. Key factors primarily considered in
developing ESP include prices charged by us for similar offerings when sold separately, pricing policies and approvals
from standard pricing and other business objectives.
From time to time, we sell on demand software solutions with professional services. In such cases, as each element
has stand alone value, we allocate arrangement consideration based on our estimated selling price of the on demand
software solution and VSOE of the selling price of the professional services.
On Demand Revenue
Our on demand revenue consists of license and subscription fees, transaction fees related to certain of our
software-enabled value-added services and commissions derived from us selling certain risk mitigation services.
License and subscription fees are comprised of a charge billed at the initial order date and monthly or annual
subscription fees for accessing our on demand software solutions. The license fee billed at the initial order date is
recognized as revenue on a straight-line basis over the longer of the contractual term or the period in which the
customer is expected to benefit, which we consider to be four years. Recognition starts once the product has been
activated. Revenue from monthly and annual subscription fees is recognized on a straight-line basis over the access
period.
We recognize revenue from transaction fees derived from certain of our software-enabled value-added services as the
related services are performed.
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As part of our risk mitigation services to the rental housing industry, we act as an insurance agent and derive
commission revenue from the sale of insurance products to individuals. The commissions are based upon a percentage
of the premium that the insurance company charges to the policyholder and are subject to forfeiture in instances where
a policyholder cancels prior to the end of the policy. If the policy is cancelled, our commissions are forfeited as a
percent of the unearned premium. As a result, we recognize the commissions related to these services ratably over the
policy term as the associated premiums are earned.

On Premise Revenue

Revenue from our on premise software solutions is comprised of an annual term license, which includes maintenance
and support. Customers can renew their annual term license for additional one-year terms at renewal price levels. We
recognize the annual term license on a straight-line basis over the contract term.

In addition, we have arrangements that include perpetual licenses with maintenance and other services to be provided
over a fixed term. We allocate and defer revenue equivalent to the VSOE of fair value for the undelivered elements
and recognize the difference between the total arrangement fee and the amount deferred for the undelivered elements
as revenue. We have determined that we do not have VSOE of fair value for our customer support and professional
services in these specific arrangements. As a result, the elements within our multiple-element sales agreements do not
qualify for treatment as separate units of accounting. Accordingly, we account for fees received under
multiple-element arrangements with customer support or other professional services as a single unit of accounting and
recognize the entire arrangement ratably over the longer of the customer support period or the period during which
professional services are rendered.

Professional and Other Revenue

Professional & other revenue is recognized as the services are rendered for time and material contracts. Training
revenues are recognized after the services are performed.

Concentrations of Credit Risk

Our cash accounts are maintained at various financial institutions and may, from time to time, exceed federally
insured limits. The Company has not experienced any losses in such accounts.

Concentrations of credit risk with respect to accounts receivable result from substantially all of our customers being in
the multi-family rental housing market. Our customers, however, are dispersed across different geographic areas. We
do not require collateral from customers. We maintain an allowance for losses based upon the expected collectability
of accounts receivable. Accounts receivable are written off upon determination of non-collectability following
established Company policies based on the aging from the accounts receivable invoice date.

No single customer accounted for 5% or more of our revenue or accounts receivable for the three and six months
ended June 30, 2011 or 2010.

Comprehensive Income (Loss)

Comprehensive income (loss) consists of net income (loss) and other comprehensive loss. Other comprehensive loss is
comprised of foreign currency translation losses. Our comprehensive income (loss) was as follows for the periods
presented:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(in thousands, unaudited)
Net income (loss) $ 282 $ 164 $ 366) $ (39)
Foreign currency translation loss (8) 40) (20) (13)
Comprehensive income (loss) $ 274 $ 124 $ (386) $ (52)

Recently Issued Accounting Standards
In December 2010, the FASB issued ASU 2010-29 Business Combinations (Topic 805) Disclosure of Supplementary
Pro Forma Information for Business Combinations ( ASU 2010-29 ) effective prospectively for material (either on an
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individual or aggregate basis) business combinations entered into in fiscal years beginning on or after December 15,
2010 with early adoption permitted. This accounting standard update clarifies SEC registrants presenting comparative
financial statements should disclose in their pro forma information revenue and earnings of the combined entity as
though the current period business combinations had occurred as of the beginning of the comparable prior annual
reporting period only. The update also expands the supplemental pro forma disclosures to include a description of the
nature and amount of material, nonrecurring pro forma adjustments directly attributable to the business combination
included in the reported pro forma revenue and earnings. We adopted ASU 2010-29 during the first quarter of 2011.
These requirements will change our annual pro forma disclosures for acquisitions which have historically included the
impact on all comparable periods. ASU 2010-29 also changes our annual and quarterly pro forma disclosures to
include a description and the related amount of material adjustments made to pro forma results as seen in Note 3
herein.
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In June 2011, the FASB issued ASU 2011-05 Comprehensive Income (Topic 220) Presentation of Comprehensive
Income ( ASU 2011-05 ) effective for fiscal years, and interim periods within those years, beginning after
December 15, 2011 with early adoption permitted. This accounting standard provides new disclosure guidance related

to the presentation of the Statement of Comprehensive Income. This guidance eliminates the current option to report
other comprehensive income and its components in the statement of changes in equity. We will adopt this accounting
standard upon its effective date for periods ending on or after December 15, 2011 and do not anticipate that this
adoption will have any impact on our financial position or results of operations.

3. Acquisitions

2011 Acquisition

In May 2011, we acquired substantially all of the assets of Compliance Depot, LLC ( Compliance Depot ) for
approximately $22.5 million which included a cash payment of $19.2 million at closing and three deferred payments

of $1.1 million payable six, twelve and eighteen months after the acquisition date. The acquisition of Compliance
Depot expands our ability to provide vendor risk management and compliance software solutions for the rental
housing industry. Acquired intangibles were recorded at fair value based on assumptions made by us. The acquired
developed product technologies have a useful life of three years amortized on a straight-line basis. Acquired customer
relationships have a useful life of nine years which will be amortized proportionately to the expected discounted cash
flows derived from the asset. The tradenames acquired have an indefinite useful life as we do not plan to cease using
the tradenames in the marketplace. All direct acquisition costs were less than $0.1 million and expensed as incurred.
We included the results of operations of this acquisition in our consolidated financial statements from the effective
date of the acquisition. Goodwill associated with this acquisition is deductible for tax purposes.

We allocated the purchase price for Compliance Depot as follows:

Intangible assets: (in thousands)
Developed product technologies $ 382
Customer relationships 9,030
Tradenames 2,230
Goodwill 13,371
Deferred revenue (2,380)
Net other liabilities (110)
Total purchase price, net of cash acquired $ 22,523
2010 Acquisitions

In November 2010, we acquired certain of the assets of Level One, LLC and L1 Technology, LLC (collectively Level
One ), subsidiaries of IAS Holdings, LLC, for approximately $61.9 million, which included a cash payment of
$53.9 million at closing and a deferred payment of up to approximately $8.0 million, payable in cash or the issuance
of our common stock eighteen months after the acquisition date. The acquisition of Level One further expanded our
ability to provide on demand leasing center services. To facilitate the acquisition, we borrowed $30.0 million on our
delayed draw term loans and utilized $24.0 million of the net proceeds from our initial public offering. Acquired
intangibles were recorded at fair value based on assumptions made by us. The acquired developed product
technologies have a useful life of three years amortized on a straight-line basis. Acquired customer relationships have
a useful life of nine years which will be amortized proportionately to the expected discounted cash flows derived from
the asset. The tradenames acquired have an indefinite useful life as we do not plan to cease using the tradenames in the
marketplace. All direct acquisition costs were approximately $0.4 million and expensed as incurred. We included the
results of operations of this acquisition in our consolidated financial statements from the effective date of the
acquisition. Goodwill associated with this acquisition is deductible for tax purposes.

In July 2010, we purchased 100% of the outstanding stock of eReal Estate Integration, Inc. ( eREI ) for approximately
$8.6 million, net of cash acquired, which included a cash payment of $3.8 million and an estimated cash payment
payable upon the achievement of certain revenue targets (acquisition-related contingent consideration) and the

Table of Contents 18



Edgar Filing: REALPAGE INC - Form 10-Q

issuance of 499,999 restricted common shares, which vest as certain revenue targets are achieved as defined in the
purchase agreement. At the acquisition date, we recorded a liability for the estimated fair value of the
acquisition-related contingent consideration of $0.8 million. In addition, we recorded the fair value of the restricted
common shares of $3.3 million. These fair values were based on managements estimate of the fair value of the cash
and the restricted common shares using a probability weighted discounted cash flow model on the achievement of
certain revenue targets. The cash payment and the related restricted common shares have a maximum value of
$1.8 million and $4.4 million, respectively. This acquisition was financed from proceeds from our revolving line of
credit and cash flows from operations. The
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acquisition of eREI improved our lead management and lead syndication capabilities. Acquired intangibles were
recorded at fair value based on assumptions made by us. The acquired developed product technologies have a useful
life of three years amortized on a straight-line basis. Acquired customer relationships have a useful life of ten years
which will be amortized proportionately to the expected discounted cash flows derived from the asset. The tradenames
acquired have an indefinite useful life as we do not plan to cease using the tradenames in the marketplace. All direct
acquisition costs were approximately $0.1 million and expensed as incurred. We included the results of operations of
this acquisition in our consolidated financial statements from the effective date of the acquisition. Goodwill associated
with this transaction is not deductible for tax purposes. The liability established for the acquisition-related contingent
consideration will continue to be re-evaluated and recorded at an estimated fair value based on the probabilities, as
determined by management, of achieving the related targets. This evaluation will be performed until all of the targets
have been met or terms of the agreement expire. As of June 30, 2011, our liability for the estimated cash payment was
$1.0 million. During the second quarter 2011, we recognized costs of $0.1 million due to changes in the estimated fair
value of the cash acquisition-related contingent consideration.

In February 2010, we acquired the assets of Domin-8 Enterprise Solutions, Inc. ( Domin-8 ). The acquisition of these
assets improved our ability to serve our multi-family clients with mixed portfolios that include smaller,
centrally-managed apartment communities. The aggregate purchase price at closing was $12.9 million, net of cash
acquired, which was paid upon acquisition of the assets. We acquired deferred revenue as a contractual obligation,
which was recorded at its assessed fair value of $4.5 million. The fair value of the deferred revenue was determined
based on estimated costs to support acquired contracts plus a reasonable margin. The acquired intangibles were
recorded at fair value based on assumptions made by us. The customer relationships have useful lives of
approximately six years and are amortized in proportion to the estimated cash flows derived from the relationship.
Acquired developed product technologies have a useful life of three years and are amortized straight-line over the
estimated useful life. We have determined that the tradename has an indefinite life, as we anticipate keeping the
tradename for the foreseeable future given its recognition in the marketplace. Approximately $0.9 million of
transaction costs related to this acquisition were expensed as incurred. We included the operating results of this
acquisition in our consolidated results of operations from the effective date of the acquisition. This acquisition was
financed from the proceeds from the amended credit agreement and cash flow from operations. This acquisition made
immediately available product offerings that complemented our existing products. We accounted for the acquisition
by allocating the total consideration to the fair value of assets received and liabilities assumed. Goodwill associated
with this acquisition is deductible for tax purposes.

We allocated the purchase price for Level One, eREI and Domin-8 as follows:

Level One eREI Domin-8
(in thousands)
Intangible assets:

Developed product technologies $ 692 $ 5,279 $ 3,678
Customer relationships 18,300 498 6,418
Tradenames 3,740 844 1,278
Goodwill 36,897 4,664 4,896
Deferred revenue (352) (4,502)
Net other assets 2,573 (2,662) 1,155
Total purchase price, net of cash acquired $ 61,850 $ 8,623 $ 12,923

Pro Forma Results of Acquisitions

The following table presents unaudited pro forma results of operations for the three and six months ended June 30,
2011 and June 30, 2010 as if the Domin-8, eREI, Level One and Compliance Depot acquisitions had occurred at the
beginning of the periods presented. The pro forma financial information includes business combination effects
resulting from these acquisitions including approximately $0.1 million, $1.7 million, $0.6 million and $3.8 million of
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amortization charges from acquired intangible assets and approximately $(0.1) million, $0.3 million, $0.3 million and
$1.0 million of an income tax (expense) benefit for the related tax effects as though the aforementioned companies
were combined as of the beginning of the three months ended June 30, 2011 and 2010 and the six months ended
June 30, 2011 and 2010, respectively. We prepared the pro forma financial information for the combined entities for
comparative purposes only, and it is not indicative of what actual results would have been if the acquisitions had taken
place at the beginning of the periods presented, or of future results.
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Revenue:

On demand

On premise
Professional and other

Total revenue
Net income (loss)

Net income (loss) attributable to common
stockholders:
Basic and diluted

Net (loss) income per share attributable to
common stockholders:

Basic

Diluted

4. Property, Equipment and Software

Property, equipment and software consist of the following:

Leasehold improvements

Data processing and communications equipment
Furniture, fixtures, and other equipment
Software

Less: Accumulated depreciation and amortization

Property, equipment and software, net

Six Months Ended June 30,
2011 2010
Pro Forma Pro Forma

(in thousands)

Three Months Ended June
2011 2010
Pro Forma Pro Forma
$ 57,639 $ 46,057

1,538 2,424

2,968 2,296
62,145 50,777

$ 88 $ (455)
88 (1,629)

$ 0.00 $ (0.06)
$ 0.00 $ (0.06)

$ 112,017 $ 90,299

3,273 5,042
5,934 4,627
121,224 99,968

$ (545) $ (1,447)

(545) (3,771)
$ 0.01) $ (0.15)
$ 0.01) $ (0.15)

June 30, December 31,

2011 2010
(in thousands)
$ 8,342 $ 8,772
33,710 31,712
8,879 8,012
28,366 26,617
79,297 75,113
(55,690) (50,598)

$ 23,607 $ 24,515

Depreciation and amortization expense for property, equipment and software was $3.2 million, $2.9 million,
$6.4 million and $5.7 million for the three months ended June 30, 2011 and 2010 and the six months ended June 2011
and 2010, respectively. This includes depreciation for assets purchased through capital leases.

5. Goodwill and Other Intangible Assets

The change in the carrying amount of goodwill for the six months ended June 30, 2011 is as follows:

Balance at December 31, 2010
Goodwill acquired in 2011
Other
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(in thousands)
$ 73,885
13,371

93)
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Balance at June 30, 2011 $ 87,163

Other intangible assets consisted of the following at June 30, 2011 and December 31, 2010:

June 30, 2011 December 31, 2010
AmortizatioCarrying Accumulated Carrying Accumulated
Period Amount Amortization Net Amount Amortization Net

(in thousands)
Finite-lived intangible

assets

Developed technologies 3 years $21,469 $  (11,098) $10,371 $21,082 § (7,618) $13.,464
1-10

Customer relationships years 43,953 (10,524) 33,429 34,923 (6,932) 27,991

Vendor relationships 7 years 5,650 (2,911) 2,739 5,650 (2,480) 3,170

Option to purchase

building 1 year 131 (87) 44 131 (22) 109

Non-competition 4-5

agreement years 120 (120) 120 (112) 8

Total finite-lived

intangible assets 71,323 (24,740) 46,583 61,906 (17,164) 44,742
Indefinite-lived

intangible assets

Tradenames 11,819 11,819 9,619 9,619

Total intangible assets $83,142 $ (24,740) $58,402 $71,525 $ (17,164) $54,361

Amortization of finite-lived intangible assets was $4.0 million, $2.0 million, $7.6 million and $3.9 million for the
three months ended June 30, 2011 and 2010 and the six months ended June 2011 and 2010, respectively.

10
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6. Debt

Term Loan

At December 31, 2010, under the terms of our amended credit agreement, the term loan and revolving line of credit
bear interest at a stated rate of 3.5% plus LIBOR, or a stated rate of 0.75% plus Wells Fargo s prime rate (or, if greater,
the federal funds rate plus 0.5% or three month LIBOR plus 1.0%). Interest on the term loans and the revolver is
payable monthly, or for LIBOR loans, at the end of the applicable 1-, 2-, or 3-month interest period. Principal
payments on the term loan are paid in quarterly installments equal to 3.75% of the principal amount of term loans,
with the balance of all term loans and the revolver due on June 30, 2014. Debt issuance costs incurred in connection
with the Credit Agreement are deferred and amortized over the remaining term of the arrangement.

In February 2011, we entered into an amendment to the Credit Agreement. Under terms of the February 2011
amendment, our revolving line of credit was increased from $10.0 million to $37.0 million. In addition, the interest
rates on the term loan and revolving line of credit vary dependent on defined leverage ratios and range from a stated
rate of 2.75%  3.25% plus LIBOR or a stated rate of 0.0% 0.5% plus Wells Fargo s prime rate (or, if greater, the
federal funds rate plus 0.5% or three month LIBOR plus 1.0%). Principal payments on the term loan and outstanding
revolver balance remain consistent with our amended credit agreement.

As of June 30, 2011, we have total outstanding debt of $60.7 million and $36.9 million available under our revolving
line of credit. We have unamortized debt issuance costs of $1.2 million and $1.3 million at June 30, 2011 and
December 31, 2010, respectively. As of June 30, 2011, we are in compliance with our debt covenants.

7. Share-based Compensation

On March 1, 2011, we granted 449,850 options with an exercise price of $24.03 which vest over four years with 75%
vesting over 15 quarters and the remaining 25% vesting on the 16™ quarter. We also granted 299,900 shares of
restricted stock at $24.03 which vest ratably over four years. Both stock options and restricted stock were granted
under the 2010 Equity Plan.

On April 1, 2011, we granted 17,535 shares of restricted stock at $28.52 which vest ratably over four years to our
Board of Directors under the 2010 Equity Plan.

On May 10, 2011, we granted 147,950 options with an exercise price of $29.50 which vest over four years with 75%
vesting over 15 quarters and the remaining 25% vesting on the 16t quarter. We also granted 98,800 shares of
restricted stock at $29.50 which vest ratably over four years. Both stock options and restricted stock were granted
under the 2010 Equity Plan. In connection with our strategic acquisition of Compliance Depot in May 2011, we
granted 17,500 shares of restricted stock at $29.50 to certain employees of Compliance Depot which vest as certain
revenue targets are achieved.

8. Commitments and Contingencies

Guarantor Arrangements

We have agreements whereby we indemnify our officers and directors for certain events or occurrences while the
officer or director is or was serving at our request in such capacity. The term of the indemnification period is for the
officer or director s lifetime. The maximum potential amount of future payments we could be required to make under
these indemnification agreements is unlimited; however, we have a director and officer insurance policy that reduces
our exposure and enables us to recover a portion of any future amounts paid. As a result of our insurance policy
coverage, we believe the estimated fair value of these indemnification agreements is minimal. Accordingly, we had no
liabilities recorded for these agreements as of June 30, 2011 or December 31, 2010.

In the ordinary course of our business, we enter into standard indemnification provisions in our agreements with our
customers. Pursuant to these provisions, we indemnify our customers for losses suffered or incurred in connection
with third-party claims that our products infringed upon any U.S. patent, copyright, trademark or other intellectual
property right. Where applicable, we generally limit such infringement indemnities to those claims directed solely to
our products and not in combination with other software or products. With respect to our products, we also generally
reserve the right to resolve such claims by designing a non-infringing alternative, by obtaining a license on reasonable
terms, or by terminating our relationship with the customer and refunding the customer s fees.

The potential amount of future payments to defend lawsuits or settle indemnified claims under these indemnification
provisions is unlimited in certain agreements; however, we believe the estimated fair value of these indemnity
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provisions is minimal, and, accordingly, we had no liabilities recorded for these agreements as of June 30, 2011 or
December 31, 2010.
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Litigation

From time to time, in the normal course of our business, we are a party to litigation matters and claims. Litigation can
be expensive and disruptive to normal business operations. Moreover, the results of complex legal proceedings are
difficult to predict and our view of these matters may change in the future as the litigation and events related thereto
unfold. We expense legal fees as incurred. Insurance recoveries associated with legal costs incurred are recorded when
they are deemed probable of recovery. We record a provision for contingent losses when it is both probable that a
liability has been incurred and the amount of the loss can be reasonably estimated. An unfavorable outcome in any
legal matter, if material, could have an adverse effect on our operations, financial position, liquidity and results of
operations.

On January 24, 2011, Yardi Systems, Inc. ( Yardi ) filed a lawsuit in the U.S. District Court for the Central District of
California against RealPage, Inc. and DC Consulting, Inc. On March 28, 2011, we filed an answer and counterclaims
and on May 18, 2011, we filed amended counterclaims. Yardi has also requested leave to file an amended complaint
to assert an additional cause of action and has filed a pending motion to dismiss several of our counterclaims. Trial in
this case is currently set for August 2012. This case is at an early stage and we are not able to predict its outcome. For
additional information regarding this lawsuit, see Legal Proceedings in Item 1 of Part II of this report.

We are involved in other litigation matters not listed above but we do not consider the matters to be material either
individually or in the aggregate at this time. Our view of the matters not listed may change in the future as the
litigation and events related thereto unfold.

9. Net Income (Loss) Per Share

Net income (loss) per share is presented in conformity with the two-class method required for participating securities.
In August 2010, all of the Company s outstanding redeemable convertible preferred stock converted into common
stock in connection with our IPO. Prior to the conversion, holders of Series A Preferred, Series A1 Preferred, Series B
Preferred and Series C Preferred were each entitled to receive 8% per annum cumulative dividends, payable prior and
in preference to any dividends on any other shares of our capital stock. In the event a dividend was paid on common
stock, holders of Series A Preferred, Series Al Preferred, Series B Preferred, Series C Preferred and non-vested
restricted stock were entitled to a proportionate share of any such dividend as if they were holders of common shares
(on an as-if converted basis). Holders of Series A Preferred, Series A1 Preferred, Series B Preferred, Series C
Preferred and non-vested restricted stock did not share in loss of the Company.

For the period prior to the conversion of the redeemable convertible preferred stock, net loss per share information is
computed using the two-class method. Under the two-class method, basic net income per share attributable to
common stockholders is computed by dividing the net income attributable to common stockholders by the weighted
average number of common shares outstanding during the period. Net loss attributable to common stockholders is
determined by allocating undistributed earnings, calculated as net loss less current period Series A Preferred,
Series A1 Preferred, Series B Preferred and Series C Preferred cumulative dividends, between the holders of common
stock and Series A Preferred, Series Al Preferred, Series B Preferred and Series C Preferred. Diluted net income per
share attributable to common stockholders is computed by using the weighted average number of common shares
outstanding, including potential dilutive shares of common stock assuming the dilutive effect of outstanding stock
options using the treasury stock method. Weighted average shares from common share equivalents in the amount of
1,486,406 shares and 3,541,946 shares and 897,668 shares were excluded from the dilutive shares outstanding because
their effect was anti-dilutive for the three months ended June 30, 2010 and the six months ended June 30, 2011 and
2010, respectively.

The following table presents the calculation of basic and diluted net income (loss) per share attributable to common
stockholders:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(in thousands, except per share amounts)
Numerator:
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Net income (loss) $ 282 $ 164 $ 366) $ (39)
8% cumulative dividends on participating preferred
stock 971) (2,324)

Net income (loss) attributable to common

stockholders basic and diluted $ 282 $ ’07) $ 366) $ (2,363)
Denominator:

Basic:

Weighted average common shares used in

computing basic net income (loss) per share 68,673 26,042 67,741 25,901
Diluted:

Weighted average common shares used in

computing basic net income (loss) per share 68,673 26,042 67,741 25,901
Add weighted average effect of dilutive securities:

Stock options 3,339

Restricted stock

Weighted average common shares used in

computing diluted net income (loss) per share 72,012 26,042 67,741 25,901

Net income (loss) per common share:

Basic $ 0.00 $ 0.03) $ 0.0 % (0.09)

Diluted $ 0.00 $ 0.03) $ 0.0 % (0.09)
12
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10. Income Taxes

We make estimates and judgments in determining income tax expense for financial statement purposes. These
estimates and judgments occur in the calculation of certain tax assets and liabilities, which arise from differences in
the timing of recognition of revenue and expense for tax and financial statement purposes.

Our tax provision for interim periods is derived using an estimate of our annual effective rate, adjusted for any
material items.

11. Subsequent Event

In July 2011, we acquired all of the issued and outstanding shares of Senior-Living.com, Inc., operating under the
name SeniorLiving.net ( SLN ), for a purchase price which consists of a cash payment of $4.5 million at closing and a
deferred earn out payment of up to $0.5 million in cash and up to 400,000 shares of our common stock, in each case
payable based on the achievement of specified milestones on or before June 30, 2014. The acquisition of SLN
expands our lead generation capabilities into the senior living rental housing market. Due to the timing of this
acquisition, the purchase price allocation was not complete as of the date of this filing due to the pending completion
of the valuation of intangible assets.

13
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations.
This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (which
Sections were adopted as part of the Private Securities Litigation Reform Act of 1995). Statements preceded by,
followed by or that otherwise include the words anticipates, believes, could, seeks, estimates,
expects, intends, may, plans, potential, predicts, projects, should, will,  would or similar
expressions and the negatives of those terms are generally forward-looking in nature and not historical facts. These
forward looking statements involve known and unknown risks, uncertainties and other factors which may cause our
actual results, performance or achievements to be materially different from any anticipated results, performance or
achievements. Except as required by law, we disclaim any intention, and undertake no obligation, to revise any
forward-looking statements, whether as a result of new information, a future event, or otherwise. For risks and
uncertainties that could impact our forward-looking statements, please see Part Il Item 1A, Risk Factors herein.
Overview
RealPage, Inc., a Delaware corporation, and its subsidiaries, (the Company or we or us )is aleading provider of ol
demand software solutions for the rental housing industry. Our broad range of property management solutions enables
owners and managers of single-family and a wide variety of multi-family rental property types to manage their
marketing, pricing, screening, leasing, accounting, purchasing and other property operations. Our on demand software
solutions are delivered through an integrated software platform that provides a single point of access and a shared
repository of prospect, resident and property data. By integrating and streamlining a wide range of complex processes
and interactions among the rental housing ecosystem of owners, managers, prospects, residents and service providers,
our platform helps optimize the property management process and improves the experience for all of these
constituents.
Our solutions enable property owners and managers to increase revenues and reduce operating costs through higher
occupancy, improved pricing methodologies, new sources of revenue from ancillary services, improved collections
and more integrated and centralized processes. As of June 30, 2011, over 7,100 customers used one or more of our on
demand software solutions to help manage the operations of approximately 6.4 million rental housing units. Our
customers include each of the ten largest multi-family property management companies in the United States, ranked as
of January 1, 2011 by the National Multi Housing Council, based on number of units managed.
We sell our solutions through our direct sales organization. Our total revenues were approximately $61.6 million,
$44.8 million, $119.2 million and $86.2 million for the three months ended June 30, 2011 and 2010 and the six
months ended June 2011 and 2010, respectively. In the same periods, we had operating income of approximately
$1.2 million, $1.7 million, $1.2 million and $2.9 million, respectively, and net income (loss) of approximately
$0.3 million, $0.2 million, $(0.4) million and $(39) thousand, respectively.
Our company was formed in 1998 to acquire Rent Roll, Inc., which marketed and sold on premise property
management systems for the conventional and affordable multi-family rental housing markets. In June 2001, we
released OneSite, our first on demand property management system. Since 2002, we have expanded our on demand
software solutions to include a number of software-enabled value-added services that provide complementary sales
and marketing, asset optimization, risk mitigation, billing and utility management and spend management capabilities.
In connection with this expansion, we have allocated greater resources to the development and infrastructure needs of
developing and increasing sales of our suite of on demand software solutions. In addition, since July 2002, we have
completed 17 acquisitions of complementary technologies to supplement our internal product development and sales
and marketing efforts and expand the scope of our solutions, the types of rental housing properties served by our
solutions and our customer base.
On August 11, 2010, our registration statement on Form S-1 (File No 333-166397) relating to our initial public
offering was declared effective by the SEC. We sold 6,000,000 shares of common stock in our initial public offering.
Our common stock began trading on August 12, 2010 on the NASDAQ Global Select Stock Market under the symbol
RP, and the offering closed on August 17, 2010. Upon closing of our initial public offering, all outstanding shares of
our convertible preferred stock, including a portion of accrued but unpaid dividends on our outstanding shares of
Series A, Series Al and Series B convertible preferred stock, were converted into 29,567,952 shares of common
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stock.

On December 6, 2010, our registration statement on Form S-1 (File No 333-170667) relating to a public stock offering
was declared effective by the SEC. We sold an additional 4,000,000 shares of common stock in the offering. The
offering closed on December 10, 2010.

New Product Family

In August 2011, we announced our new product family, LeaseStar, which will consolidate and integrate products and
services related to our acquisitions of eREI, LevelOne, SeniorLiving.net and our suite of products and services
historically branded as Crossfire. We believe the LeaseStar product family will unify major organic and paid lead
channels into a single marketplace where consumers can find a rental unit and transact business by viewing real time
availability, pricing, pre-qualify and lease online.

14
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In July 2010, we acquired 100% of the outstanding stock of eReal Estate Integration, Inc. ( eREI ). eREI s core products
provide phone and Internet lead tracking and lead management services, as well as syndication services that push
property content to search engines, Internet listing services and classified listed websites. The addition of these
products improved our lead management and lead syndication capabilities within our CrossFire product family. The
purchase price of eREI was approximately $8.6 million, which included a cash payment of $3.8 million at close, an
estimated cash payment payable upon the achievement of certain revenue targets and the issuance of 499,999
restricted common shares, which vest as certain revenue targets are achieved, as defined in the purchase agreement.
In November 2010, we acquired certain of the assets of Level One, LLC and L1 Technology, LLC, ( Level One ),
subsidiaries of IAS Holdings, LLC. Level One services property management companies by providing centralized
lead capture services designed to enable owners to lease more apartments, reduce overall marketing spend and free up
on-site leasing staff. We are in the process of integrating Level One with our CrossFire product family. We continue
to market the Level One brand. Level One s services are utilized in the management of approximately one million
rental property units. The purchase price of Level One was approximately $61.9 million, which included a cash
payment of $53.9 million and a deferred payment of up to approximately $8.0 million, payable in cash or the issuance
of our common stock eighteen months after the acquisition date. To facilitate the acquisition, we borrowed
$30.0 million under our delayed draw term loans and utilized $24.0 million of the net proceeds from our initial public
offering.
In May 2011, we acquired substantially all of the assets of Compliance Depot LLC ( Compliance Depot ) for
approximately $22.5 million which included a cash payment of $19.2 million and deferred payments of $1.1 million
payable six, twelve and eighteen months after the acquisition date. The acquisition of Compliance Depot expands our
ability to provide vendor risk management and compliance software for the rental housing industry. Interfacing with
vendors through a branded platform, Compliance Depot allows property managers and owners to: track compliance
with vendor obligations to carry workers compensation and general liability insurance, identify vendor bankruptcy
filings, liens, criminal records, collections and professional license verification, confirm federal regulation
compliance, such as The Patriot Act; as well as manage contractual agreements and federal and state tax documents.
In July 2011, we acquired all of the issued and outstanding shares of Senior-Living.com, Inc., operating under the
name SeniorLiving.net ( SLN ), for a purchase price which consists of a cash payment of $4.5 million at closing and a
deferred earn out payment of up to $0.5 million in cash and up to 400,000 shares of our common stock, in each case
payable based on the achievement of specified milestones on or before June 30, 2014. The acquisition of SLN
expands our lead generation capabilities into the senior living rental housing market. Due to the timing of this
acquisition, the purchase price allocation was not complete as of the date of this filing due to the pending completion
of the valuation of intangible assets.
Critical Accounting Policies and Estimates
The preparation of our condensed consolidated financial statements requires us to make estimates and assumptions
that affect the reported amounts of assets, liabilities, revenue, costs and expenses and related disclosures. We base
these estimates and assumptions on historical experience or on various other factors that we believe to be reasonable
and appropriate under the circumstances. We reconsider and evaluate our estimates and assumptions on an on-going
basis. Accordingly, actual results may differ significantly from these estimates
We believe that the following critical accounting policies involve our more significant judgments, assumptions and
estimates, and therefore, could have the greatest potential impact on our condensed consolidated financial statements:

Revenue recognition;

Accounts receivable;

Business combinations;

Goodwill and other intangible assets with indefinite lives;

Impairment of long-lived assets

Intangible assets;

Stock-based compensation;

Income taxes; and

Capitalized product development costs.
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A full discussion of our critical accounting policies, which involve significant management judgment, appears in our
Form 10-K under Management s Discussion and Analysis of Financial Condition and Results of Operations Critical
Accounting Policies and Estimates. For further information regarding our business, industry trends, accounting
policies and estimates, and risks and uncertainties, refer to our Form 10-K.
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Key Components of Our Results of Operations

Revenue

We derive our revenue from three primary sources: our on demand software solutions; our on premise software
solutions; and our professional and other services.

On demand revenue. Revenue from our on demand software solutions is comprised of license and subscription fees
for accessing our on demand software solutions, typically licensed for one year terms, commission income for sales of
renter s insurance policies, and transaction fees for certain on demand software solutions, such as payment processing,
spend management and billing services. We typically price our on demand software solutions based primarily on the
number of units the customer manages with our solutions. For our insurance and transaction-based solutions, we price
based on a fixed commission rate of earned premiums or a fixed rate per transaction, respectively.

On premise revenue. Our on premise software solutions are distributed to our customers and maintained locally on the
customers hardware. Revenue from our on premise software solutions is comprised of license fees under term and
perpetual license agreements. Typically, we have licensed our on premise software solutions pursuant to term license
agreements with an initial term of one year that includes maintenance and support. Customer can renew their term
license agreement for additional one-year terms at renewal price levels. In February 2010, we completed a strategic
acquisition of assets that include on premise software solutions that were historically marketed and sold pursuant to
perpetual license agreements and related maintenance agreements.

We no longer actively market our legacy on premise software solutions (i.e. RentRoll and HUDManager) to new
customers, and only market and support our acquired on premise software solutions. We expect on premise revenue to
continue to decline over time as we transition acquired on premise customers to our on demand property management
systems.

Professional and other revenue. Revenue from professional and other services consists of consulting and
implementation services, training and other ancillary services. Professional and other services engagements are
typically time and material based.

Cost of Revenue

Cost of revenue consists primarily of personnel costs related to our operations, support services, training and
implementation services, expenses related to the operation of our data center and fees paid to third-party service
providers. Personnel costs include salaries, bonuses, stock-based compensation and employee benefits. Cost of
revenue also includes an allocation of facilities costs, overhead costs and depreciation, as well as amortization of
acquired technology related to strategic acquisitions and amortization of capitalized development costs. We allocate
facilities, overhead costs and depreciation based on headcount.

Operating Expenses

We classify our operating expenses into three categories: product development, sales and marketing, and general and
administrative. Our operating expenses primarily consist of personnel costs, which include compensation, employee
benefits and payroll taxes, costs for third-party contracted development, marketing, legal, accounting and consulting
services and other professional service fees. Personnel costs for each category of operating expenses include salaries,
bonuses, stock-based compensation and employee benefits for employees in that category. In addition, our operating
expenses include an allocation of our facilities costs, overhead costs and depreciation based on headcount for that
category, as well as amortization of purchased intangible assets resulting from our acquisitions.

Product development. Product development expense consists primarily of personnel costs for our product
development employees and executives and fees to contract development vendors. Our product development efforts
are focused primarily on increasing the functionality and enhancing the ease of use of our on demand software
solutions and expanding our suite of on demand software solutions. In 2008, we established a product development
and service center in Hyderabad, India to take advantage of strong technical talent at lower personnel costs compared
to the United States.

Sales and marketing. Sales and marketing expense consists primarily of personnel costs for our sales, marketing and
business development employees and executives, travel and entertainment and marketing programs. Marketing
programs consist of advertising, tradeshows, user conferences, public relations, industry sponsorships and affiliations
and product marketing. Additionally, sales and marketing expense includes amortization of certain purchased
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intangible assets, including customer relationships and key vendor and supplier relationships obtained in connection
with our acquisitions.

General and administrative. General and administrative expense consists of personnel costs for our executive, finance
and accounting, human resources, management information systems and legal personnel, as well as legal, accounting
and other professional service fees and other corporate expenses.
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Key Business Metrics
In addition to traditional financial measures, we monitor our operating performance using a number of financially and
non-financially derived metrics that are not included in our condensed consolidated financial statements. We monitor
the key performance indicators as follows:
On demand revenue. This metric represents the license and subscription fees for accessing our on demand software
solutions, typically licensed for one year terms, commission income from sales of renter s insurance policies and
transaction fees for certain of our on demand software solutions. We consider on demand revenue to be a key business
metric because we believe the market for our on demand software solutions represents the largest growth opportunity
for our business.
On demand revenue as a percentage of total revenue. This metric represents on demand revenue for the period
presented divided by total revenue for the same period. We use on demand revenue as a percentage of total revenue to
measure our success in executing our strategy to increase the penetration of our on demand software solutions and
expand our recurring revenue streams attributable to these solutions. We expect our on demand revenue to remain a
significant percentage of our total revenue although the actual percentage may vary from period to period due to a
number of factors, including the timing of acquisitions, professional and other revenue and on premise perpetual
license sales and maintenance fees resulting from our February 2010 acquisition.
Ending on demand units. This metric represents the number of rental housing units managed by our customers with
one or more of our on demand software solutions at the end of the period. We use ending on demand units to measure
the success of our strategy of increasing the number of rental housing units managed with our on demand software
solutions. Property unit counts are provided to us by our customers as new sales orders are processed. Property unit
counts may be adjusted periodically as information related to our customers properties is updated or supplemented,
which could result in adjusting the number of units previously reported.
Non-GAAP on demand revenue. This metric represents on demand revenue adjusted to reverse the effect of the write
down of deferred revenue associated with purchase accounting for strategic acquisitions. We use this metric to
evaluate our on demand revenue as we believe its inclusion provides a more accurate depiction of on demand revenue
arising from our strategic acquisitions.
Non-GAAP on demand revenue per average on demand unit. This metric represents on demand revenue for the period
presented divided by average on demand units for the same period. For interim periods, the calculation is performed
on an annualized basis. We calculate average on demand units as the average of the beginning and ending on demand
units for each quarter in the period presented. We monitor this metric to measure our success in increasing the number
of on demand software solutions utilized by our customers to manage their rental housing units, our overall revenue
and profitability. Non-GAAP on demand revenue per average on demand unit for the interim periods presented are
annualized.
Adjusted EBITDA. We define this metric as net income (loss) plus depreciation and asset impairment; amortization of
intangible assets; interest expense, net; income tax expense (benefit); stock-based compensation expense,
acquisition-related expense and purchase accounting adjustment. In 2011, Adjusted EBITDA excludes litigation
related expenses pertaining to the Yardi litigation as discussed in Part I, Item 1 Legal Proceedings. Beginning in the
second quarter of 2011, Adjusted EBITDA includes acquisition-related deferred revenue adjustments. We believe that
the use of Adjusted EBITDA is useful in evaluating our operating performance because it excludes certain non-cash
expenses, including depreciation, amortization and stock-based compensation. Adjusted EBITDA is not determined in
accordance with accounting principles generally accepted in the United States, or GAAP, and should not be
considered as a substitute for or superior to financial measures determined in accordance with GAAP. For further
discussion regarding Adjusted EBITDA and a reconciliation of Adjusted EBITDA to net income, refer to
Reconciliation of Quarterly Non-GAAP Financial Measures herein. Our Adjusted EBITDA grew from approximately
$8.0 million and $15.2 million for the three and six months ended June 30, 2010 to approximately $13.7 million and
$25.9 million for the three and six months ended June 30, 2011 as a result of our efforts to expand market share and
increase revenue.
Results of Operations
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The following tables set forth our results of operations for the specified periods. The period-to-period comparison of
financial results is not necessarily indicative of future results.
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Condensed Consolidated Statements of Operations Data

Revenue:

On demand $
On premise

Professional and other

Total revenue
Cost of revenue(1)

Gross profit

Operating expense:

Product development(1)

Sales and marketing(1)
General and administrative(1)

Total operating expense

Operating income
Interest expense and other, net

Income (loss) before income taxes

Income tax expense (benefit)

Net income (loss) $
Net income (loss) attributable to common
stockholders

Basic
Diluted

& &~

Net income (loss) per share attributable to
common stockholders

Basic

Diluted

Weighted average shares used in computing net
income (loss) per share attributable to common
stockholders

Basic

Diluted

& &

(1) Includes stock-based compensation expense as
follows:

Cost of revenue $

Table of Contents

Three Months Ended
June 30,
2011 2010
57,039 $ 40,089
1,628 2,424
2,968 2,296
61,635 44,809
25,810 18,534
35,825 26,275
10,537 8,989
14,510 8,825
9,574 6,739
34,621 24,553
1,204 1,722
(732) (1,463)
472 259
190 95
282 $ 164
282 $ (807)
282 $ (807)
0.00 $ (0.03)
0.00 $ (0.03)
68,673 26,042
72,012 26,042
312 $ 144

$

& &~

& &

Six Months Ended
June 30,
2011 2010
109,976 $ 77,296
3,273 4,292
5,934 4,599
119,183 86,187
50,493 36,392
68,690 49,795
20,853 17,304
27,304 16,365
19,350 13,261
67,507 46,930
1,183 2,865
(1,898) (2,927)
(715) (62)
(349) (23)
366) % 39)
366) $ (2,363)
366) $ (2,363)
00D % (0.09)
00D % (0.09)
67,741 25,901
67,741 25,901
610 $ 267
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Product development 1,105 530 2,085 1,037
Sales and marketing 2,627 176 5,360 340
General and administrative 925 442 1,767 742

The following table sets forth our results of operations for the specified periods as a percentage of our revenue for
those periods. The period-to-period comparison of financial results is not necessarily indicative of future results.

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(as a percentage of total (as a percentage of total
revenue) revenue)
Revenue:
On demand 92.5% 89.5% 92.3% 89.7%
On premise 2.6 54 2.7 5.0
Professional and other 49 5.1 5.0 53
Total revenue 100.0 100.0 100.0 100.0
Cost of revenue 41.9 41.4 42.4 42.2
Gross profit 58.1 58.6 57.6 57.8
Operating expense:
Product development 17.1 20.1 17.5 20.1
Sales and marketing 23.5 19.7 22.9 19.0
General and administrative 15.5 15.0 16.2 154
Total operating expenses 56.1 54.8 56.6 54.5
Operating income 2.0 3.9 1.0 33
Interest expense and other, net (1.2) 3.3) (1.6) 3.4
Net income (loss) before taxes 0.8 0.6 (0.6) 0.1
Income tax expense (benefit) 0.3 0.2 0.3) 0.0
Net income (loss) 0.5 0.4 0.3) 0.1
18
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Three and Six Months Ended June 30, 2011 compared to Three and Six Months Ended June 30, 2010
Revenue

Three Months Ended June 30, Six Months Ended June 30,
Yo Yo
2011 2010 Change  Change 2011 2010 Change  Change
(in thousands, except dollar per unit data)

Revenue:
On demand $57,039 $40,089 $16,950 42.3% $109,976 $77,296 $32,680 42.3%
On premise 1,628 2,424 (796) (32.8) 3,273 4,292 (1,019) (23.7)
Professional and
other 2,968 2,296 672 29.3 5,934 4,599 1,335 29.0
Total revenue $61,635 $44,809 $16,826 37.6 $119,183 $86,187 $32,996 38.3

On demand unit

metrics:

Ending on

demand units 6,381 5,206 1,175 22.6 6,381 5,206 1,175 22.6
Average on

demand units 6,270 5,059 1,211 23.9 6,191 4,895 1,296 26.5
Non-GAAP on

demand revenue  $57,283  $40,089 $17,194 42.9 $110,220 $77,296 $32,924 42.6
Non-GAAP on

demand revenue

per average on

demand unit $ 3654 $ 3170 $ 4.84 15.3 $ 3561 §$ 3158 §$ 403 12.8
On demand revenue. Our on demand revenue increased $17.0 million, or 42.3%, for the three months ended June 30,
2011 as compared to same period in 2010, primarily due to an increase in rental property units managed with our on
demand solutions and an increase in the number of our on demand solutions utilized by our existing customer base,
combined with revenue contributed from our eREI, Level One and Compliance Depot strategic acquisitions.

Our on demand revenue increased $32.7 million, or 42.3%, for the six months ended June 30, 2011 as compared to
same period in 2010, primarily due to an increase in rental property units managed with our on demand solutions and
an increase in the number of our on demand solutions utilized by our existing customer base, combined with revenue
contributed from our eREI, Level One and Compliance Depot strategic acquisitions.

On premise revenue. On premise revenue decreased $0.8 million, or 32.8%, for the three months ended June 30, 2011
as compared to the same period in 2010. We have completed the effort of migrating our legacy on premise customer
base (i.e. RentRoll and HUDManager) to our on demand property management systems. We no longer actively market
our legacy on premise software solutions to new customers, and only market and support our acquired on premise
software solutions. We expect on premise revenue to continue to decline over time as we transition acquired on
premise customers to our on demand property management systems.

On premise revenue decreased $1.0 million, or 23.7%, for the six months ended June 30, 2011 as compared to the
same period in 2010. We have completed the effort of migrating our legacy on premise customer base (i.e. RentRoll
and HUDManager) to our on demand property management systems. We no longer actively market our legacy on
premise software solutions to new customers, and only market and support our acquired on premise software
solutions. We expect on premise revenue to continue to decline over time as we transition acquired on premise
customers to our on demand property management systems.

Professional and other revenue. Professional and other services revenue increased $0.7 million, or 29.3%, for the
three months ended June 30, 2011 as compared to the same period in 2010, primarily due to an increase in revenue
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from training and consulting services.

Professional and other services revenue increased $1.3 million, or 29.0%, for the six months ended June 30, 2011 as
compared to the same period in 2010, primarily due to an increase in revenue from training and consulting services.
Total revenue. Our total revenue increased $16.8 million, or 37.6%, for the three months ended June 30, 2011 as
compared to the same period in 2010, primarily due to an increase in rental property units managed with our on
demand solutions and improved penetration of our on demand solutions into our existing customer base.

Our total revenue increased $33.0 million, or 38.3%, for the six months ended June 30, 2011 as compared to the same
period in 2010, primarily due to an increase in rental property units managed with our on demand solutions and
improved penetration of our on demand solutions into our existing customer base.

On demand unit metrics. As of June 30, 2011, one or more of our on demand solutions was utilized in the
management of 6.4 million rental property units, representing an increase of 1.2 million units, or 22.6% as compared
to June 30, 2010. The increase in the number of rental property units managed by one or more of our on demand
solutions was due to new customer sales and marketing efforts and our eREI, Level One and Compliance Depot
acquisitions contributing approximately 10.8% of ending on demand units as of June 30, 2011.
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For the three months ended June 30, 2011, our annualized non-GAAP on demand revenue per average on demand unit
was $36.54 representing an increase of $4.84, or 15.3%, as compared to the three months ended June 30, 2010,
primarily due to improved penetration of our on demand solutions (including our strategic acquisitions) into our
customer base.

For the six months ended June 30, 2011, our annualized non-GAAP on demand revenue per average on demand unit
was $35.61 representing an increase of $4.03, or 12.8%, as compared to the six months ended June 30, 2010,
primarily due to improved penetration of our on demand solutions (including our strategic acquisitions) into our
customer base.

Cost of Revenue
Three Months Ended June 30, Six Months Ended June 30,
% %
2011 2010 Change Change 2011 2010 Change  Change

(in thousands)

Cost of revenue $22,060 $15,667 $ 6,393 40.8% $43,077 $30,788 $12,289 39.9%

Depreciation and

amortization 3,750 2,867 883 30.8 7,416 5,604 1,812 323

Total cost of

revenue $25,810 $18,534 $ 7,276 39.3 $50,493 $36,392 $14,101 38.7

Cost of revenue. Total cost of revenue increased $7.3 million, or 39.3%, for the three months ended June 30, 2011 as
compared to the same period in 2010. The increase in cost of revenue was primarily due to: a $1.8 million increase
from costs related to investments in infrastructure and other support services to support the increased sales of our
solutions; a $4.4 million increase in personnel expense of which $3.6 million was added as a result of our eREI, Level
One and Compliance Depot acquisitions; a $0.7 million increase in non-cash amortization of acquired technology as a
result of our eREI, Level One and Compliance Depot acquisitions; a $0.2 million increase in property and equipment
depreciation expense resulting from expanding our infrastructure to support revenue delivery activities; and a
$0.2 million increase in stock-based compensation related to our professional services and datacenter operations
personnel. Cost of revenue as a percentage of total revenue was 41.9% for the three months ended June 30, 2011 as
compared to 41.4% for the same period in 2010. The increase in cost of revenue as a percentage of total revenue is the
result of an increase in non-cash amortization of acquired technology as a result of our eREI, Level One and
Compliance Depot acquisitions offset by a decrease from the result of leveraging our fixed cost base.

Total cost of revenue increased $14.1 million, or 38.7%, for the six months ended June 30, 2011 as compared to the
same period in 2010. The increase in cost of revenue was primarily due to: a $3.1 million increase from costs related
to investments in infrastructure and other support services to support the increased sales of our solutions; a
$8.9 million increase in personnel expense of which $6.4 million was added as a result of our eREI, Level One and
Compliance Depot acquisitions; a $1.4 million increase in non-cash amortization of acquired technology as a result of
our eREI, Level One and Compliance Depot acquisitions; a $0.4 million increase in property and equipment
depreciation expense resulting from expanding our infrastructure to support revenue delivery activities; and a
$0.3 million increase in stock-based compensation related to our professional services and datacenter operations
personnel. Cost of revenue as a percentage of total revenue was 42.4% for the six months ended June 30, 2011 as
compared to 42.2% for the same period in 2010. The increase in cost of revenue as a percentage of total revenue is the
result of an increase in non-cash amortization of acquired technology as a result of our eREI, Level One and
Compliance Depot acquisitions offset by a decrease from the result of leveraging our fixed cost base.

Operating Expenses

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 Change 2011 2010 Change % Change
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%
Change

(in thousands)
Product
development $10,076 $8414 $ 1,662 198% $19,906 $16,186 $ 3,720 23.0%
Depreciation and
amortization 461 575 (114) (19.8) 947 1,118 (171) (15.3)
Total product
development
expense $10,537 $8,989 $ 1,548 17.2 $20,853 $17,304 $ 3,549 20.5

Product development. Total product development expense increased $1.5 million, or 17.2%, for the three months
ended June 30, 2011 as compared to the same period in 2010. The increase in product development expense was
primarily due to: a $0.8 million increase in personnel expense of which $0.6 million related to product development
groups added as a result of our eREI, Level One and Compliance Depot acquisitions; and a $0.6 million increase in
stock-based compensation related to product development personnel offset by a $0.1 million decrease in other general
product development expense.

Total product development expense increased $3.5 million, or 20.5%, for the six months ended June 30, 2011 as
compared to the same period in 2010. The increase in product development expense was primarily due to: a
$2.3 million increase in personnel expense of which $1.1 million related to product development groups added as a
result of our eREI, Level One and Compliance Depot acquisitions; and a $1.0 million increase in stock-based
compensation related to product development personnel offset by a $0.2 million decrease in other general product
development expense.
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Three Months Ended June 30, Six Months Ended June 30,
% %o
2011 2010 Change  Change 2011 2010 Change Change
(in thousands)

Sales and
marketing $12,005 $7,768 $ 4,237 545% $22,701 $142279 $ 8,422 59.0%
Depreciation and
amortization 2,505 1,057 1,448 137.0 4,603 2,086 2,517 120.7

Total sales and
marketing expense  $ 14,510 $8,825 $ 5,685 64.4 $27,304 $16,365 $10,939 66.8

Sales and marketing. Total sales and marketing expense increased $5.7 million, or 64.4%, for the three months ended
June 30, 2011 as compared to the same period in 2010. The increase in sales and marketing expense was primarily due
to a $2.5 million increase in stock-based compensation primarily related to sales and marketing personnel from our
Level One acquisition; a $1.4 million increase in personnel expense of which $1.0 million was added as a result of our
eREI, Level One and Compliance Depot acquisitions; a $1.5 million increase in non-cash amortization of acquired
technology as a result of our eREI, Level One and Compliance Depot acquisitions; and a $0.3 million increase in other
general sales and marketing expense.

Total sales and marketing expense increased $10.9 million, or 66.8%, for the six months ended June 30, 2011 as
compared to the same period in 2010. The increase in sales and marketing expense was primarily due to a $5.0 million
increase in stock-based compensation primarily related to sales and marketing personnel from our Level One
acquisition; a $2.8 million increase in personnel expense of which $1.8 million was added as a result of our eREI,
Level One and Compliance Depot acquisitions; a $2.6 million increase in non-cash amortization of acquired
technology as a result of our eREI, Level One and Compliance Depot acquisitions; a $0.5 million increase in other
general sales and marketing expense.

Three Months Ended June 30, Six Months Ended June 30,
% %
2011 2010 Change  Change 2011 2010 Change  Change

(in thousands)
General and

administrative $9,047 $6364 $ 2,683 42.2% $18,300 $12,525 $ 5,775 46.1%
Depreciation and
amortization 527 375 152 40.5 1,050 736 314 42.7

Total general and
administrative
expense $9,574 $6,739 $ 2,835 42.1 $19,350 $13,261 $ 6,089 45.9

General and administrative. Total general and administrative expense increased $2.8 million, or 42.1%, for the three
months ended June 30, 2011 as compared to the same period in 2010. The increase in general and administrative
expense was primarily due to: a $0.7 million increase in personnel expense related to accounting, management
information systems, internal audit, business development, legal, and human resources staff to support the growth in
our business as well as provide the necessary organizational structure to support public company requirements; a $0.6
million increase in professional fees; a $0.4 million increase in facilities expense primarily as a result of our eREI,
Level One and Compliance Depot acquisitions; a $0.5 million increase in stock-based compensation related to general
and administrative personnel; and a $0.6 million increase in other general and administrative expense.
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Total general and administrative expense increased $6.1 million, or 45.9%, for the six months ended June 30, 2011 as
compared to the same period in 2010. The increase in general and administrative expense was primarily due to: a
$1.8 million increase in personnel expense related to accounting, management information systems, internal audit,
business development, legal, and human resources staff to support the growth in our business as well as provide the
necessary organizational structure to support public company requirements; a $1.3 million increase in professional
fees; a $0.8 million increase in facilities expense primarily as a result of our eREI, Level One and Compliance Depot
acquisitions; a $1.0 million increase in stock-based compensation related to general and administrative personnel; a
$0.4 million increase in legal expenses related to the Yardi litigation; and a $0.8 million increase in other general and
administrative expense.

Interest Expense and Other, Net

Interest expense and other, net, decreased $0.7 million, or 50.0%, for the three months ended June 30, 2011 as
compared to the same period in 2010 primarily due to a decrease associated with the early extinguishment of our
preferred stockholder notes payable in connection with our initial public offering combined with the effect of lower

interest rates under our amended credit agreement. See Long-term Debt Obligations for further discussion regarding

our amended credit agreement.

Interest expense and other, net, decreased $1.0 million, or 35.2%, for the six months ended June 30, 2011 as compared
to the same period in 2010 primarily due to a decrease associated with the early extinguishment of our preferred
stockholder notes payable in connection with our initial public offering combined with the effect of lower interest

rates under our amended credit agreement. See Long-term Debt Obligations for further discussion regarding our

amended credit agreement. This decrease was offset by an increase in other losses of $0.4 million related to the sale of
a non-operating asset held for sale.

21

Table of Contents 44



Edgar Filing: REALPAGE INC - Form 10-Q

Table of Contents

Provision for Taxes
We compute our provision for income taxes on a quarterly basis by applying the estimated annual effective tax rate to
income from recurring operations and other taxable items. Our provision for income taxes of $0.2 million and $(0.4)
million in the three and six months ended June 30, 2011, respectively, consists primarily of the U.S. federal benefit of
net losses before taxes, foreign taxes and various state taxes that are considered income taxes for financial reporting
purposes but are assessed on adjusted gross revenue rather than adjusted net income.
Reconciliation of Non-GAAP Financial Measures
Adjusted EBITDA. We define Adjusted EBITDA as net income plus depreciation and asset impairment, amortization
of intangible assets, interest expense, net, income tax expense, stock-based compensation expense, acquisition-related
expense and purchase accounting adjustment. In 2011, Adjusted EBITDA excludes litigation related expenses
pertaining to the Yardi litigation as discussed in Part II, Item 1 Legal Proceedings. Beginning in June, 2011, Adjusted
EBITDA includes acquisition-related deferred revenue adjustments. We believe that the use of Adjusted EBITDA is
useful to investors and other users of our financial statements in evaluating our operating performance because it
provides them with an additional tool to compare business performance across companies and across periods. We
believe that:
Adjusted EBITDA provides investors and other users of our financial information consistency and
comparability with our past financial performance, facilitates period-to-period comparisons of operations
and facilitates comparisons with our peer companies, many of which use similar non-GAAP financial
measures to supplement their GAAP results; and

it is useful to exclude certain non-cash charges, such as depreciation and asset impairment, amortization of
intangible assets and stock-based compensation and non-core operational charges, such as acquisition-related
expense, from Adjusted EBITDA because the amount of such expenses in any specific period may not
directly correlate to the underlying performance of our business operations and these expenses can vary
significantly between periods as a result of new acquisitions, full amortization of previously acquired
tangible and intangible assets or the timing of new stock-based awards, as the case may be.
Total non-GAAP revenue. Total non-GAAP revenue consists of total revenue, adjusted to reverse the effect of the
write down of deferred revenue associated with purchase accounting for strategic acquisitions. This effect is added
back to total revenue because we believe its inclusion provides a more accurate depiction of total revenue arising from
strategic acquisitions.
Non-GAAP on demand revenue. Non-GAAP on demand revenue consists of on demand revenue, adjusted to reverse
the effect of the write down of deferred revenue associated with purchase accounting for strategic acquisitions. This
effect is added back to on demand revenue because we believe its inclusion provides a more accurate depiction of total
on demand revenue arising from strategic acquisitions.
We use these non-GAAP financial measures in conjunction with traditional GAAP operating performance measures
as part of our overall assessment of our performance, for planning purposes, including the preparation of our annual
operating budget, to evaluate the effectiveness of our business strategies and to communicate with our board of
directors concerning our financial performance.
We do not place undue reliance on these non-GAAP financial measures as our only measure of operating
performance. These non-GAAP financial measures should not be considered as a substitute for other measures of
liquidity or financial performance reported in accordance with GAAP. There are limitations to using non-GAAP
financial measures, including that other companies may calculate these measures differently than we do, that they do
not reflect our capital expenditures or future requirements for capital expenditures and that they do not reflect changes
in, or cash requirements for, our working capital. We compensate for the inherent limitations associated with using
these measures through disclosure of these limitations, presentation of our financial statements in accordance with
GAAP and reconciliation of these measures to the most directly comparable GAAP measure.
The following provides a reconciliation of net income (loss) to Adjusted EBITDA:

Three Months Ended Six Months Ended
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June 30, June 30,
2011 2010 2011 2010
(in thousands)
Net income (loss) $ 282 $ 164 $ 366) $ (39)
Acquisition-related deferred revenue adjustment 244 244
Depreciation, asset impairment and loss on sale of
asset 2,750 2,595 5,874 5,051
Amortization of intangible assets 4,491 2,282 8,537 4,496
Interest expense, net 732 1,472 1,515 2,936
Income tax expense (benefit) 190 95 (349) (23)
Litigation related expense 36 356
Stock-based compensation expense 4,969 1,292 9,822 2,386
Acquisition-related expense 44 68 230 392
Adjusted EBITDA $ 13,738 $ 7,968 $ 25863 $ 15,199

22

Table of Contents 46



Edgar Filing: REALPAGE INC - Form 10-Q

Table of Contents

The following provides a reconciliation of revenue to non-GAAP revenue:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(in thousands)

Revenue:
On demand $ 57,039 $ 40,089 $ 109,976 $ 77,296
Add: Acquisition-related deferred revenue
adjustment 244 244
Non-GAAP on demand revenue $ 57,283 $ 40,089 $ 110,220 $ 77,296
On premise 1,628 2,424 3,273 4,292
Professional and other 2,968 2,296 5,934 4,599
Total non-GAAP revenue $ 61,879 $ 44,809 $ 119,427 $ 86,187

Liquidity and Capital Resources

On August 11, 2010, our registration statement on Form S-1 (File No. 333-166397) relating to our initial public
offering was declared effective by the SEC. We sold 6,000,000 shares of common stock in our initial public offering,
resulting in proceeds, net of transaction expenses, of $57.5 million. On December 3, 2010, our registration statement
on Form S-1 (File No 333-170667) relating to a public stock offering was declared effective by the SEC. We sold an
additional 4,000,000 shares of common stock in the offering resulting in net proceeds, net of transaction expenses, of
$98.4 million.

Our primary sources of liquidity as of June 30, 2011 consisted of $112.0 million of cash and cash equivalents,
$36.9 million available under our revolving line of credit and $2.6 million of current assets less current liabilities
(excluding $112.0 of cash and cash equivalents and $51.5 million of deferred revenue).

Our principal uses of liquidity have been to fund our operations, working capital requirements, capital expenditures
and acquisitions and to service our debt obligations. We expect that working capital requirements, capital expenditures
and acquisitions will continue to be our principal needs for liquidity over the near term. In addition, we have made
several acquisitions in which a portion of the cash purchase price is payable at various times through 2014.

We believe that our existing cash and cash equivalents, working capital (excluding deferred revenue and cash and cash
equivalents) and our cash flow from operations, will be sufficient to fund our operations and planned capital
expenditures and service our debt obligations for at least the next 12 months. Our future capital requirements will
depend on many factors, including our rate of revenue growth, the timing and size of acquisitions, the expansion of
our sales and marketing activities, the timing and extent of spending to support product development efforts, the
timing of introductions of new solutions and enhancements to existing solutions and the continuing market acceptance
of our solutions. We may enter into acquisitions of, complementary businesses, applications or technologies, in the
future, which could require us to seek additional equity or debt financing. Additional funds may not be available on
terms favorable to us, or at all.

The following table sets forth cash flow data for the periods indicated therein:

Six Months Ended
June 30,
2011 2010
Net cash provided by operating activities $ 19,221 $ 8,197
Net cash (used) in investing activities (25,673) (18,010)
Net cash provided by financing activities 447 10,531

Net Cash Provided by Operating Activities
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In the six months ended June 30, 2011, we generated $19.2 million of net cash from operating activities, which
consisted of a net loss of $0.4 million and changes in working capital of $(4.0) million, offset by net non-cash income
of $23.8 million representing an increase of $10.9 million or 134.0%, compared to the same period in 2010. The
primary driver in our improvement in cash generated from operating activities was the improvement in income before
net non-cash charges of $11.6 million compared to the same period in 2010. Net non-cash charges to income primarily
consisted of depreciation, amortization and stock-based compensation expense. The use of operating cash flow
resulting from the changes in working capital was primarily due to an increase in accounts receivable and payments of
accrued benefits and other current liabilities, offset by general timing differences in other current assets and accounts
payable.
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Net Cash Used in Investing Activities

In the six months ended June 30, 2011, our investing activities used $25.7 million. Investing activities consisted of
$20.0 million related to the Compliance Depot acquisition and prior years acquisition-related commitment payments
and $5.6 million of capital expenditures. The increase in cash used in investing activities as of June 30, 2011
compared to June 30, 2010 relates to the consideration paid net of cash acquired for our second quarter 2011
acquisition combined with an increase in capital spending year over year.

Capital expenditures in the six months ended June 30, 2011 and 2010 were primarily related to investments in
technology infrastructure to support our growth initiatives.

Net Cash Used in Financing Activities

Our financing activities provided $0.5 million in the six months ended June 30, 2011, representing a decrease of
$10.0 million, as compared to the same period of 2010. Cash used in financing activities as of June 30, 2011 was
primarily due to aggregate principal payments of $5.4 million for scheduled term debt maturities, capital lease
payments of $0.3 million and payments related to our public offering costs of $0.8 million offset by net proceeds of
$7.0 million from stock issuances under our stock based compensation plans.

Cash provided by financing activities during the six months ended June 30, 2011 and 2010 was used as a funding
source for acquisitions and for capital expenditures related to the expansion of our technology infrastructure.
Contractual Obligations, Commitments and Contingencies

Contractual Obligations

Our contractual obligations relate primarily to borrowings and interest payments under credit facilities, capital leases,
operating leases and purchase obligations. There have been no material changes in our contractual obligations from
our disclosures within our Form 10-K.

Long-Term Debt Obligations

At December 31, 2010, under the terms of our amended credit agreement, the term loan and revolving line of credit
bear interest at a stated rate of 3.5% plus LIBOR, or a stated rate of 0.75% plus Wells Fargo s prime rate (or, if greater,
the federal funds rate plus 0.5% or three month LIBOR plus 1.0%). Interest on the term loans and the revolver is
payable monthly, or for LIBOR loans, at the end of the applicable 1-, 2-, or 3-month interest period. Principal
payments on the term loan will be paid in quarterly installments equal to 3.75% of the principal amount of term loans,
with the balance of all term loans and the revolver due on June 30, 2014. Debt issuance costs incurred in connection
with the Credit Agreement are deferred and amortized over the remaining term of the arrangement.

In February 2011, we entered into an amendment to the credit agreement. Under terms of the February 2011
amendment, our revolving line of credit was increased from $10.0 million to $37.0 million. In addition, the interest
rates on the term loan and revolving line of credit vary dependent on defined leverage ratios and range from a stated
rate of 2.75%  3.25% plus LIBOR or a stated rate of 0.0% 0.5% plus Wells Fargo s prime rate (or, if greater, the
federal funds rate plus 0.5% or three month LIBOR plus 1.0%). Principal payments on the term loan and outstanding
revolver balance remain consistent with our amended credit agreement.

Our credit facility contains customary covenants which limit our and certain of our subsidiaries ability to, among other
things, incur additional indebtedness or guarantee indebtedness of others; create liens on our assets; enter into mergers
or consolidations; dispose of assets; prepay indebtedness or make changes to our governing documents and certain of
our agreements; pay dividends and make other distributions on our capital stock, and redeem and repurchase our
capital stock; make investments, including acquisitions; enter into transactions with affiliates; and make capital
expenditures. Our credit facility additionally contains customary affirmative covenants, including requirements to,
among other things, take certain actions in the event we form or acquire new subsidiaries; hold annual meetings with
our lenders; provide copies of material contracts and amendments to our lenders; locate our collateral only at specified
locations; and use commercially reasonable efforts to ensure that certain material contracts permits the assignment of
the contract to our lenders; subject in each case to customary exceptions and qualifications.

We are also required to comply with a fixed charge coverage ratio, which is a ratio of our EBITDA to our fixed
charges as determined in accordance with the credit facility, of 1.25:1:00 as of December 31, 2010 and each 12-month
period thereafter, and a senior leverage ratio, which is a ratio of the outstanding principal balance of our term loan plus
our outstanding revolver usage to our EBITDA as determined in accordance with the credit facility, of 1.85:1.00 for
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each period from July 31, 2010 until October 31, 2010, then 2.35:1.00 for each period until December 31, 2010, with
step-downs until July 31, 2011, when the ratio is set at 1.50:1.00 for such period and thereafter. Under terms of the
February 2011 amendment, our senior leverage ratio must be at or below 2.75:1.00 for all fiscal quarters after
December 31, 2010.
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Off-Balance Sheet Arrangements

We do not have any off-balance sheet financing arrangements and we do not have any relationships with
unconsolidated entities or financial partnerships, such as entities often referred to as structured finance or special
purpose entities, which have been established for the purpose of facilitating off-balance sheet arrangements or other
contractually narrow or limited purposes.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.
Market risk represents the risk of loss that may impact our financial position due to adverse changes in financial
market prices and rates. Our market risk exposure is primarily a result of fluctuations in interest rates. We do not hold
or issue financial instruments for trading purposes.
We had cash and cash equivalents of $112.0 million and $118.0 million at June 30, 2011 and December 31, 2010,
respectively.
We hold cash and cash equivalents for working capital purposes. We do not have material exposure to market risk
with respect to investments, as our investments consist primarily of highly liquid investments purchased with original
maturities of three months or less. We do not use derivative financial instruments for speculative or trading purposes;
however, we may adopt specific hedging strategies in the future. Any declines in interest rates, however, will reduce
future interest income.
We had total outstanding debt of $60.7 million and $66.0 at June 30, 2011 and December 31, 2010, respectively. The
interest rate on this debt is variable and adjusts periodically based on the three-month LIBOR rate. If the LIBOR rate
changes by 1%, our annual interest expense would change by approximately $0.6 million.
Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures
Pursuant to Rule 13a-15(b) and Rule 15d-15(b) under the Securities Exchange Act of 1934, as amended (the
Exchange Act ), we carried out an evaluation, with the participation of our management, and under the supervision of
our Chief Executive Officer and Chief Financial Officer, of the effectiveness of our disclosure controls and procedures
(as defined under Rule 13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of the period covered by this
report. Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our
disclosure controls and procedures are effective in ensuring that information required to be disclosed in the reports
that we file or submit under the Exchange Act, is recorded, processed, summarized and reported, within the time
periods specified in the SEC s rules and forms, and that such